THE FEDERAL ELECTION COMMISSION
Washington, DC 20463

December 12, 2013

MEMORANDUM

To: The Commission

Thraugh: Alec Palmer —f‘ ::

Staff Director

From: Patricia C. Orrock Vew/

Chief Compliance Officer

Thomas E. Hintermistér &\
Assistant Staff Director
Audit Division

Doug Kodish @
Audit Manager

By: Nicole Burgess “"¥~
Lead Auditor

Subject: Audit Division Recommendation Memorandum on the Vermont
Democratic Party ((VDP) Al11-12)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Auadit staff presents its recommendation below and discusses the finding in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel has reviewed
this memorandum and concurs with the recommendations.

Recordkeeping for Employees

For the period covered by the audit, VDP did not maintain any monthly payroll
logs, as required, to document the percentage of time each employee spent on
federal eleution activity. For 2009 and 2010, the Audit steff identified payments to
VDP employees totaling $203,472 for which monthly payroll logs were not
maintained. All of the VDP employees were originally disclosed as having been
paid with an allocntion of fodaral and non-federal finds. After the exit conference,
VDP amended its reports to disclase payments to employees as federal election
activity.



In response to the Interim Audit Report recommendation, VDP submitted a plan to
pay all employees with 100 percent fedeml funds. Further, VDP said it would
maiain manthly timesheets for all employees paid with federal/non-federai
allocated funds, in prder to track the percentage of time each employee sponds an
federal election activity.

The Audit staff recommends that the Commission find that the VDP failed to
maintain logs to document the time employees spent on federal election activity
totaling $203,472.

VDP did not request an audit hearing.

If this menenrandum is appreved, 2 Propansad Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Nicole Busgess or Doug Kodish at 694-
1200.

Attachment: Drafl Firnl Audii Repaat of the Asdit Division an tee Viamont Democratic
Party

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on the Vermont

Democratic Party
(January 1, 2009 - December 31, 2010)

Why the Audit

Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of gay
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appears nat to have met
the threshold

requiremerLfs for g

The Commission may
initiate an enforcement
action, at a later time,
with respect to any matter
discussed in this report.

' 2U.8.C. §438(b).

About the Committee . 2)
RaflisWstayPparty committee
headquartered in er For more information,

iy $ 544,077
332,494

219,000

89,791
$ 1,185,362

$ 762,858
e eral Election Activity 238,300
e All Other Disbursements 175,576
&9 Total Disbursements $1,176,734

| Finding and Recommemimfiion (p. 3)

e Recordkeeping for Employees



Draft Final Audit Report of the
Audit Division on the
Vermont Democratic Party

(January 1, 2009 - December 31, 2010)
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Part 1
Background

Authority for Audit

This report is based on an audit of the Vermont Democratic Party (VDP), undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with the
Federal Election Campaign Ast of 1971, as amended (the Act). The Audit Division conducted
the audit pursuant to 2 U.S.C. §438(b), which permits the Commission to conduct audits and
field investigations of any political committee that is required to file a report under 2 U.S.C.

§434. Prior to conducting any audit under this subsection, the Comn$issiongmst perform an
internal reviow of reports filed by selected committoes to de BT the reports filed by
a particular ceneniftee meet the tireshold requanments forfubshmn ianee with the Aat
2 U.S.C. §433(b).

Scope of Audit I g
Following Commission-approved procedures the Audit stafT eval§@d various risk factors and
as a result, this audit examined: O

the disclosure of individual contributors’ occupa
the disclosure of disbursements, debts and ob i
the disclosare of expenses allecated betweerj
the consistency between reported fig
the completentas of recerds; o
the disclosure of independant expg

N dWN~

ssight Consideration of a Legal Question

ptatement Establishing a Program for Requesting

e Commission,” VDP requested early consideration of a
. VDP questioned whether the monthly time logs required

The Cammission conclud@#? by a vote of 5-1, that 11 CF.R. §106.7(d)(1) does eequire
committees to keep a mofithly log for employees paid exclusively with federal funds. Exercising
its prosecutorial discretion, however, the Commission decided it will not pursue recordkeeping
violations for the failure to keep time logs or to provide affidavits to account for employee
salaries paid with 100 percent federal funds and reported as such. The Audit staff informed VDP
Counsel of the Commission’s decision on VDP’s request. The finding presented in this audit
report, Recondkeeping for Employees, does not include VDY employees paid with 160 percent
federal funds and reported as such, excluding amended filings.



Part 11
Overview of Committee

Committee Organization

Important Dates

e Date of Registration

October 20, 1976

e Audit Coverage

- December 31, 2010

Headquarters

January 1, 200

Bank Information

e Bank Depositories

Bank Accoumts

Treasurer

Treasurer When Audit Was Conducted

Treasurer During Period Covered by Audit

Management Information

e Attended Commission Campaxgn Finow
Seminar

e Who Hnmdlad Accounting
Tasks '

Cash-on-hand @ '

$ 37,901
Receipts
o Contributions from 544,077
o Affiliated CommitteeS 332,494
o Other Political Committees 219,000
o All Other Receipts 89,791
Total Receipts $ 1,185,362
Disbursements
o Operating Expenditures 762,858
o Federal Election Activity 238,300
o All Other Disbursements 175,576
Total Disbursements $ 1,176,734
Cash-on-band @ December 31, 2010 $ 46,529



Part III
Summary

Finding and Recommendation

Recordkeeping for Employees

During audit fieldwork, the Audit staff determined that VDP did not maintain any
monthly logs, as required, to document the percentage of time each employee spent on
federal election acthty For 2009 and 2010, the Audit staff identified

2 This total does not include payroil for employees paid with 100 percent federal funds and reported as such
(see Part I, Background, Commission Guidance, Request for Earty Commission Consideration of a Legal
Question, Page 1).



Part IV
Finding and Recommendation

[Recordkeg?ing for Employees

Summary

During audit fieldwork, the Audit staff determined that VDP did not maintain any
monthly logs, as required, to document the percentage of time each employee spent on
federal election activity. For 2009 and 2010, the Audit staff 1denuﬁed payments to VDP
eniployees totaling $203,472°, for which monthly payroll loga wegs naintaind. All
th an alloeation
ad its reports to

of federai aud noo-federal funds. After tha exit consmege, VI
disclose payments to employees as federal election 2 ..

In response to the Interim Audit Report recommendati

R TS0 pay
all employees with 100% federal funds. Further, VDP sfitedgSill maintain monthly
timesheets to track the percentage of time each employee spendSgifedergl election
activity for all employees paid with federal/non- he Audit staff
considers this ntter resolved.

Lognl Standurd .
Maisienance of Montiily Lags. Parifss fleep a monthly log of the
percentage of time each employee 804 ds in conn{lead¥ith a federal election.

e gYom0 be determined as follows:
aro@mar less of their compensated time in a given
iviligithanstsbe paid either from the federal account

| than 23 pereem of their compensated time in a given
tivities must be paid only from a federal account; and
& of their compensated time in a given month on federal

A. Facts

During fieldwork, the Audit staff reviewed disbursements for payroll. VDP did not
maintain any monthly logs or equivalent records to document the percentage of time each
employee spent in connection with federal election activity. For 2009 and 2010, the
Audit staff identified payments to VDP employees totaling $203,472*° for which payroll

3 This total does not include payroll for employees paid with 100 percent federal funds and reported as
such (see Part I, Backgioomd, Comnfission Guidamse, Reqeest fr Early Commission Consilimntion of a
Legal Question, Page 1).

“ Payments to VDP employees paid with 100 percent federal funds and reported as such are not included in
this finding (see Part I, Background, Commission Guidance, Request for Early Commission Consideration
of a Legal Question, Page 1).



logs were not maintained. All of these individuals were originally disclosed as having
been paid with an allocafion of federal and non-federal funds. VDP had no employees
paid with exclusively non-federd! funds.

B. Interim Audit Report & Audit Division Recommendation

The Aundit staff discuzaed the payroll reeordkeeping matter with VDP representatives
during audit fieldwork and at the exit conference. VDP representatives stated that they
were unable to locate the documentation requested and explained that these payroll
expenditures were reported erroneously as shared federal/non-federal activity, instead of
solely federal. Further, they stated plans to correct this error by comprehensively
amending their repons and disclosing these expenditures as s’cnctly federal activity. The
Awdit saff verified that the VDP had sufficient federal ;
and non-fetleral share of payroll eosts. After the exit coyfifiiiSe, lIFTiled amemled

reports to disclose the payroll as federal election activitff paxl federal funds
The Intarim Audit Report recommended that VD pro

maintain monthly payroll logs to track the percentage of £ ds on
federal election activity.

C. Committee Response to Interim Audit Repfftsl
In response to the Interim Audit Report, VD!
with 100 percent federal funds and to report B8l 1
Schedule B, line 30b (Itemized Disbursgp
witht F.vderal Funds). The plan inclugEss
employees with an ailacntion of fgiieas
funds. VDP pmvnded a sample piSEEaOS

ks’ shlaries and benefits on
BN Activity Paid Entirely

8P such payment to employnes were
es the Executive Director to ensure payroll

logs are kept, Wl R hicas: file is maintained for continuity, and
that VDP Cgfins ent with the appropriate funds. Such
action i ce with respect to payroll logs. The Audit
Staff ¢

5 Payroll is stated net of taxes and benefits.

T e,



